Fo?m 1937-A {Rov. 8-80) (Carbon Attachad Version of Form 1837) RUS SOVERRWENG PPATING OFFLL 193140 603 ¢

-~

-

I e
CERTIFIED

Dear Applicantg:

Vo have considersd your application for rwoﬁicm of exsaption from
FPoderal Incoms Tox under sestion 301(c)(7) of the Intesnal Ravecue Code.

The informetion submitted discloses that you were incorporstad undar the
nonprofit corporatien laws of the State of HIEE.

Article II of youx Articles of !ncotpou:ion autu»

"The purposs of this corporatisn shball ba the environmantal
presarvation of certain recreational land

for the usa, banefit snd enjoyment of the heira and
descendsats of I " -

Information submitted with Fora 1023 désclosed that the club would ba

pade up of I mwnbexrs uwbo are mcnl in iom:‘ tensncy, of ¢ panel
of land 4n Inown o "

Y. BN consists of approximately I ‘KI) acxes of
- lakeshore property which includes _cabinn. vl :

Ths above described propaxty is to ba used by tha wmambers, their femilies
and friends ot aay time tluy wish. Tbere is np uhﬂdulud social or re-
creational uc::lvid‘s L ] n

- Saction 501(c)(7) of the Code pmvﬁdu -for oxemptton froa ?cdaml Income
- Tax of clubs orgeniced and operated exclueively for plessure, recreation,
R end other nonprofitabla puzposen, no part of the nat earnings of which
{oures to thc bansfit of nny privata shnreholdct.

- Section 1.501(c)(7)~1(a) of tha Income Tax Rasuhtione provides thet section °
501(c){7) of the Coda epplies only té clubs which are orgsnized end operated -
exclupively for pleasura, recreation.and other monprofitable purposes, but
does not apply to any club if any paft of its cat earnings inures to the
benefit of any private shareholder.. In general, this cxemption extends to
social sod recreation clubs which nrt neppo:eed mhly by mbctlhip feas,; ¢
duas and aseessments. .- .
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benefin of ang private sharaholders In sfeneral, thig exemptien axtends to
B noedal and mecreation clubs which are swnpported solely by menternhiy feen,
L Juer and pyeessrenty.

The term “alvb” ps used in the atave section of the law contennlates the
coririnplina of enhkerr, ane aith the ather, in fallowshin. Personnl contocrs
avd fellewnbip ouat also vlay s rarerfal part in tha lifc of an orgrnization
in order for it o corn within the nmanning of the tern "club™,

A flyine clnb providing econonicenl flving facilities for fts wembeys but
havine uo orvanized sweoelal and recreation progrem does not quslify for
excintion wunder dntarnel Pevenva Code Gectinn 501(e)(7). Seo Revenue Ruling
70-32, 197Q0=1 C.Na 132,

“4ince the nole activity cof your orgmanization {s the prescrvaltfon of property
for the hairs of NI in an economical manner and there 4a a lack of
corpineling and fellowship amonyg mewbars, it % our conclusalon thut You are
not a club oryrantzed and operated for social and recraational purposcs. Thus
you do not qualifv for axeuption from tedaral Incoue Tex ai an orgsaization
deacriben in Sectlon 501(c)(7) and you are, therefore, raquirad to File
Faderal Trncore Tax returad on TForm 1120,

1f yvou do not rgrec with these conclusieons, you wmay within 30 days from toe
dute of this letter, file a brief of the facts, law and argunencs (in
Auplicate) which clearly sets forth your position. 1In the event you desive an
oral dfscusnion of the issurs, you should so Indicats in your mubmission. A B
conference will be arraaged in the Regional 0ffice sfter you have aubmitted
your brief to the Chiceso District Office and we have bhad an opportunity to
consider the brief and it appeara chuat the conclurions rpached are reill
unfavorable to you. Any aubnission pust be Sigﬁed by one of your rrincipal
officerss If the matter 1s to be handled by s representative, the Conference
and Practice Pequirerments regarding the filing of .2 pownr of asttorney ond
evidance of enrollment to practicde must be met. We have enclosed Puvhlicotinn
02, Frempt Orpanizction Appeal Pracedures for Adverse Determinatiaons, which
explaions in detall your rights and procadures. :

1f you agyer with this deterrmination please sign and return the enclosed lorm
5018, ‘ ’

Sincerely yours,

District Birector
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